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DISCUSSION

I. BACKGRGUND

A. The Land and the Pedpie
1. Since 194l Guatemala has undergoné major changes in the whole

fabric éf its national life. Howgver, its problems continue to be
affected by the traditional social, economic; and political patterns of the
couﬁtry. The inhabitanfs are racially and culturally hetérogeneous; social
and intellectual barriers separate the classes; an extreme disparity in
opportunity and living standards exists between the upper and lower
sectors of society; the wealthy class exhibits virtually no interest in
ﬁhe collective welfare of thé naﬁion;‘and_many_Guatemalané still prefer
authoritarian rule to democratic self—expreséion. |

2. Guatemala is a predominantly agricultural country whose area of
VHZ,OOO square miles 1is about equal to that of Tenhessee. The population of
approximately 3,500,000 is coﬁcentrated principally in the temperate high-.
lands; Few people live in the tropical Pacific and Caribbean coastal
regioﬁs, and the northern.half of the country--the densely forested Petén——.
is V1rtually uninhabited. Aboﬁt 70% of the Guatemalans are illiterate,
the bulk of them Indians who constitute over half of the populatlon, are
to a 1arge extent non-Spanish speaklng, and are virtually unassimilated in
the political, social, and economic life of the rest of the populace.
Almost 70% of the people reside in rural areas and over 757 of the labor
,force are agricultural workers.

3. The country displays most of the standard characterlstlcs of under-

development: a low level of per capita production; inadequate transportation,
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power generation, and prbvision:for health and educationj a shoftage of_skilled
labor and of transferable savings; and an iﬁefficient and cumbersome public
administration. loreover, Guatemala's fiﬁancial status depends to a great
degree on revenue derived from the export of a'single commodity-;cbffee.
Efforts t§ diversify the economy have been advanced during the past three

years by official US financial and technical assistance, bul are étill

hamperea by the need for an expansion of transportation and powef faciiities.

'~ Other retarding factors are the limited interhal market and the ﬁigh con-
centration of‘income. The latter is illustrated by'the uneven‘ownership of
Guatemala's 9,300,000 acres of agriculturai land. Apprdximately 60% is
owned by large landholders other than the Guatemalan Govermment and the
United Fruit4Company, which hold 8% and 4% respectively. Small andholders
own the remaiﬁing 28%. The large landholders, who comprise less than 2% of

" the total‘farm owners, frequently invest their profits abroad rather than B
in the develbpmenﬁ of the local economy.

li. Guatemala has made slow progress toward political maturity. The
country has faced serious handicaps in the form of racial differences, an

.underdeveloped econony, and a iack of farsighted political leadership.

"~ Since the achievement of its independence in 1821, Guatemala theoretically
has had a republican form of government; in actual fact, howevér,
Guatemalans have had,Very little opportunity for democratic expression.
There has been no broad; peolitically articulaté electorate to guide practice
and enforce political responsibility. In a potential electorate of approii-
mately l,OO0,00C voters, there are probably ndt over 200,000 Guatemalans

who are more than marginally politically conscious. Of this group, the
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large landholders have almost never taken a role in the administration of
the country other than to exercise powerful pressures toward conservatism.
Only in recent years has the growing but still very small urbah middle

class begun to acquire a voice in the determination of affairs.

B. The Revolution of 19L)

5. Pressures for significant change--political, social, and economic--
culminated in the movemenﬁ known as the'Revolution of 194h. Until 19hk the
traditional Conservative and Liberal pérties tended to draw their support
from the landowners and the long=established commerciai groups, respectively,
but when in power usually served as the personal instruments of dictators.

A fairly liberal constitution was aéopted and some gestures toward economic
and social reform were made during the period of Liberal Party‘ascendancy
from 1871 to 19Lh. However, politicdl realities remained essenéially -
unaltered. The Revolution of 19hL chgllenged the old order through a
leadership that was sirongly influenced by the worldwide spcial and economic
changes of the twentieth century. This movement was led by young patriots
and opportunists, some of whom accumulated their ideas as exiles in coun-
tries where change--moderate or extreme-~was already in force. Their
intellectualvorientation, combined with the bitterness felt toward the
authoritarian regime of President Jorge Ubico (1931-Lk), provided the
stimulus for a revolutionary'moveﬁenﬁ that was to go considerably beyond the
superficial character of the ordinary Latin Americaﬁ.revolution., The Revo-
lution manifested thé aspirations of Guatemalans drawn largely‘from_urban

| civilian groups: students, teachers, and writers, és well as other

professionals and bﬁsinessmen ﬁho_had little reason to respect tradition.
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These groups were imbued with the vision of a new and'great Guatemala.

6. The goals of the Revolution were set out moderately in the Constitu-
tion of 1945. Like other recent constitutions in Latin America, and else-
where, the Guatemalan charter strongly egphasized the responsibility of the
State with respect to economic and social matters and asserted its concern
for the welfare of the underprivilgged. It formulated ambitious economic
goals; it‘spelled Qut extensive social reforms; it called for a more
equitable distribution of the national income. It specifically provided for
the protection of labor and for land.reform. The document also included
many classical democratic principles. It guarantéed private property and
.free enterprise and it streséed the value and dignity of the individual.-

It was replete with guarantées in support of political democracy and it

attenpted to limit the power éf the executive by providing for a strong
' legislature, broad electoral reform, and poliﬁical neutralization of the

arny. Freedom was the watchword of the new rulingvgrotp in Guatemalé.'

C. The Arévalo-Arbenz Era

7. The actual political experienéé of Guatemaia during the first decade
after l9ﬁh cdntrasted sharply with the promise offered by the pfotagqnists
of the Revolution and by the legislation ehacted. Moderation, which would
have reflected the full and balanced political participation of an_enlightened,‘
electorate, was rare. Although_undér President Juan José Arévalo (1945-51)
implementaﬁion of the revolutionary program was slow; the militant and
radical elements in political life réceived considerable encouragement. In
the administration of Presidént Jacobo Arbenz Guzmén (1951-5L) the implemen-

tation of the program was more rapid and the more extreme political leaders
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strengthened their position in the government. The most decisive indication
of this trend toward extremism was the prominence achieved by Communists and
Communist sympathizers in the labor.and'agrarian reform movements, in the

| progovernment political parties, in the fabric of the government itself, and
in intellectual circles. Communists even Operated their own party openly.
This extremist development was attributable iﬁ pert to widespread ignorance
of the dangers of communisﬁ and in part to the political expediency and |
Communist orientation of highly placed national leaders.

8. dedmunist operations were directed by a relatively small and loosely
organized group. Its material resources were limited and its outside
guidance was sporadic, indirect, and informal. The Communists skillfully
restricted themselves to the legal framework of the Revolution, but within
that framework, in the name of "progressivism", they emphasized the more
extreme aspeets of the revolutionary program and gained recognition as
exponents of Guatemala's nationai aspiratiens. They successfully dieguised
their real political objectives in the tactic of the United Front.

9. The Communists quiekly identified'the-potential and actual loci of
political power in Guatemala and then concentrated their energies and
resources upon controlling or influencing these. They gave early and con?
sistent attention to the depressedrand inarticulate populatioﬁ groups—~
urban and rurai. These groups, if ever completely controlled, were the
1ong-fange guarantee of'final political victory in a country where there was
not the counterforce of a large and united middle class. For their immediate
purposes, however, the top level control which the Communists early secured
in the Guatemalan labor movement was important essentially because it
attracted the interest, and then gained for them the subport of the Chief
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Executive, the central source of active political power.

10. The Communists appealed to and found most of theif dedicated members
in new intellectual and professional groups. These groups were misfits in
ihe traditional social structure. They‘were without the numerical and
economic resources to stand alone politically, but were sufficiently
articulate to be recepﬁive to both local and foreign impulses for change.
Though many of the middle sector came te recogniée Communist penetration
and to reject‘Communist‘ideology, they remained susceptible to Communist
propaganda couched in nationalistic and democratic terms.

11. Contrary to the spirit of the law and the original objectives of

- the Revolution of 19hh; the mosﬁ important locus of political power during
the Arévalo and Arbenz reglmes came to rest with the President and an inner
circle of professional politicians, intellectuals, and ammy officers. ThlS
group, through its control of patronage and the financial resources of the
government, was able to buy security from the military, and to control the
executive, legislative, and judicial branches of the government; it succeeded
in maiﬁtaining a democretic facade b& supporting loyal political parties
which were unstable and largely unrepresentative in character. By frequently
circumventing or violating the law, these regimes curbed political represen-
tation of the opposition.

12. Some sectors of the population did not occupy a decisi#e role in
pellcy formulation. The military, which had exerted a powerful and at
times determining influence in polltlcs prior to the Revolution of l9hh, was
more a potential than an active force. It assisted the revolutionary govern-

ment to power in 19Ll and subsequently supported it, but, on the whole,
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remained aloof from political and.economic matters.. Althdugh'the economic

and polltlcal power of the Catholic Church was sharply reduced during the
period of Liberal ascendancy after 1871, exponents of the Revolutlon of 19hh
clearly provided in the Constitution of 1945 for the ellmlnatlon of the

Church from politics. Furthermore, the Church had too few priésts in rela-
tion to the total population to oppose effectively the trend toward

radlcallsm. The large landholders con51stently'opposed the social and economic
measures of the Revolution. Similarly, commer01al and industrial groups

for whom the Revolution held some appeal gradually cooled toward the Arévalo
and Arbenz'adminiétfations'as they became Communist-influenced.

13, By 1954 opp§sition to the Arbenz adminiétration»had become active
and outspoken. Within Guatemala the government resorted to increasingly
harsh measures to preserve order. Pressure was also brought to beaf Sy
exiles, particularly a group in Honduras»under_the leadership‘of
Lt. Col. Carlos Castillo Armas. In June 1954 Castillo jinvaded Guatemala
with a feﬁ hundred men--the military phase of what he termed the Liberation
Movement. His force was favorably received by the citizenry, increased by
several thousand volunteers, and aided by the apathetic resistance of gov=-
errment forces sent against him. Concerned over Communist influence in the
government, top army_leéders withdrew their support from Arbenz, whose

regime gave way to a succession of military juntas.

D. The Casﬁillo Regime
1k. The government of President Castillo evolved from an agreement
known as the Pact of San Salvador concluded on July 2, 195l between Castillo

and a representative‘df the junta then governing Guatemala. As a result of
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this pact, the liberation forces and the regular army were united and the
Junta was reorganized to 1nclude Castillo. Subsequently, he became
"nhrovisional Pre81dent of the Republlc, then was confirmed as President by
a plebiscite in_October. In November he was inaugurated for a term whlch
was'to have lasted until March 15, 1966. A new Congress was installed on
March 1, 1956, the éame day that a new constitution was.placéd in force.
lee the Constitution of 19h5 after which it was ba51cally'patterned, the
new organlc law provided safeguards for civil rights and against a return
to personalized govermment. It contained extenslve yet to some extent less
1iberal provisions dealing with political, social, and economic relation-
ships. Probably the most significant innovation was the granting ﬁo the
Catholic Church of a number of privileges. These did not include the
Church's desire that Catholicisﬁ be made preemineht as the State religion.
15. The Castillo administration adhered generally to a moderate course.

In doing this it was beset by pressures from both the left and the right.

On the left, many Guatemalans expressed a strong attachment_for the
democratic-nationalistic ideals of the 19L} revolution. Such' sentiment
existed principally among students, intellectuals, middle—claés professionals,
“éﬁd the laboring and agrarian classes. A small number of Communists operating
clandestinely exerted some influence among these elements. From the right,
the administration was confronted with the strbng consérvative_influence

of the propertied classes, particularly the large landholders, and other

rightist and moderately rightist groups. |

16. Responding to pressures from the left, Gastillo accepted the basic

tenets of the Revolution of 19LL and many of the reforms which had been
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enacted by his predecessors. He foﬁnd it convenient to maintain ah'assoeia-
tion with the concepts of politieal democracy, gocial reform, economic
progress, asd natienalistic sentiment. At thevsame time, rightist influences
were responsible for the modification of legislation such as that pertaining |
to,labor organization and agrarian reform. Urban 1abof was permitfed to
reerganize, but its leadership was carefully screened and a central labor
confederation was discouraged. The worst abuses of the Arbenz agrarian
reform progfam were corrected and a revised system of land distribution
instituted. Rightist pressures also contributed to a shift somewhat to the
right of center in m1d-1956 when the administration suppressed unauthorized
student demonstrations and temporarlly curtailed sharply the freedom of the
press. By the year's end, however, Castillo had begun a campaign to correct
the impression that his regime had shifted its orientation from a middle

- course. During the first half of 1957 he ﬁarned landholders against
exp101t1ng their labor, and his admlnlstratlon enacted minimum wage legisla-
tion de31gned to pave the way for correcting wage abuses against agrarian
workers.

17. Although the Casﬁillo administration governed more moderately
than did the Arévalo and Arbenz regimes, it did not move significantly in
the direction of achieving the articulate popular participation required to
give reality to democratic"proeesses. A singlevprogovernment party, the

Nationalist Democratic Movement (Movimiento Democritico Nacionalista ==

MDN), dominated the country's political organization. Elections were so
controlled that minority'and'opposition parties achieved few positions of

importance. In the Congress, for example, the progovermment coalition
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controlled all the seats. Authority was concentrated largely in the hands
of the President, who relied upon the armed forces for his principal support.
While the right of free expression and other civil liberties were generally
observed, the administration did not hesitate to'eﬁploy restrictive measures,
including martial law, during periods of emergency. |

18, Opposition within Guatemaia to the'Casﬁillo regime centéred in
labor, the peasantry, student groups, returned exilés, and ambitious politi;
cians and militaryﬂléaders who sought more rapid advancement. A‘small
clandéstine Communist Parfy also existed. While Castillo lived none of these
elements displayed a capacity for offering a serious challenge to the
security of his administration. Conspiracies and attempts against the gov-
ernment.were discovered or dealt with before they assumed serious pfoportiohs._
A potentially déngerous concentratibn of exiles including the principal Commu-
nist leaders was located in Mexico, but the activities of this gréup were
limited by inadequate resources andvclose surveillance on the part of the
Mexican Govermment. Various Communist and noncommunist exile groups were .
also active in Costa Rica and E1 Salvador; however, they were small in number,
beset by factionalism, and restricted by the host governménts;

19. On July 26, 1957 President Castillo was shot to death by
Romero Vésquez Sanchez,.a member of the.presidential guard. immediately
after the assassination Véisquez tried unsuccessfully to esbape, then committed
suicide. Although gxtensivé ihvestigations have been conducted by the
Guatemalan authorities, no clear motivation for the crime or connection
betweeanésquez and any other individual or group-has been established.

Vésquez appears to have been a procommunist fanatic who for many months had
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been consumed by an intense hatred of Castillo and his political policies.

E. The Interim Period

20, In accordance with the constitution,’Castillo was succeeded by the
- First Presidential Designate, Arturo Gonzélez Lépez. His interim adminis-
tration had tbe'constitutional'responsibility of arranging for the election
of a new President withinfa four-month period. Acoording1y5 October 20 was
designated for this purpose, as well ss the reguiar_election of deputies to
replace one—half the members‘of CongreSs-whose_terms were expiring. During
ths preelectoral period, politicsl rivalrf and factionalism were greatly
inténsified. A resurgence of leftism including Communist activities took
plsce. Widespread resentmsnt existed among leftists because of the Castillo
regime's moderate social and economic policies‘and repressivs measurés
against opposition elements. Both noncommunist leftists and Communists
expressed anew their strong 1ntersst in the democratic-nationalist goals of
- the Revolution of 19L4li. In August the leftist Revolutionary'Party (Partido

Revolucionario -~ PR) was organized, but was denied legal status on the

grounds that it was Communist-infiltrated. ,Incensed over this action, the
PR supported rightist candidate General Miguel Ydigoras Fuentes of the

National Democrztic Reconeiliation Party (Partido Reconciliacién Democrética

Nacional:--- Redencibn). The presidency was won by Miguel Ortiz Passarelli;
candidate of the govermnment-sponsored MDN and a coalition of minor parties.
This gfouping also won the majority of deputy seats. After the defeat of
Ydfgoras, he 1nst1gated, with the hslp of PR elements and Communlsts, mob
demonstrations which resulted in the intervention of the armed forces and

their persuading the Congress to nullify Ortiz'! election. Subsequently, the
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results of the balloting for depﬁties were also nnliified and new elections
set for January 19, 1958. Meanwhile, 2 military‘junta, which had temporarily
replaéed interim President Gonz&lez after his'resignation following ﬁhe |
Octbber 20 balloting, gave way to the Second Presidential Designate,
Col. Guillermo Flores Avendafio. - |

2l. The interim Flores administration restored order and afranged for
the holding of new elections. Although political stability-was at first
precarious bécause of factionalism among moderate parties and within ﬁhe
a:med forces, it steadily i@proved as President Flores gained the confidence
of civilian and military groups. He displayed firmness in dealing with
crisis situations, particularly the threat of coups and of wiolence by PR
extremists and General Ydigoras in the event the elections di& notlfavor
their cause. Toward thé PR Flores adopted a conciliatory attitude. Sup-
portéd by strong congressional,'pfess, and public Sentiment, he permitted
the PR to register for the elections.. Other actions by Flores favored the
leftists generally. He authorized thé return of many exiled supporéers o£
ex-President Arbenz. Reentrvaas denied top Communisté, but some returned
illegally. Flores aléovrelaxedvthe enforcement of anticommunist legislation.

22.. By’Decembér_three principai-candidates were  campaizning for the
presidency: (1) Mario Mendez Montenegro of the PR; (2) Col. José Luis Cruz
Salazar of the MDN; and (3) General Ydigoras of the Redencién. The parties
supporting these candidates, as well as several minor political organiza=-
tions, also advanced slates fbf the congressional elections.

23. Mendez campaigned on a platform which promised thé enactment of

more comprehensive social and economic reform legislation. Specifically,
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this included expanding the organizational privileges of laber, accelerating
the implementation of agrarian reform, and broadening the'scope of secondary
education. To the underprivileged classes Mendez promised housing, welfare,
‘and other benefits. As a consequence, he attracted the support of workers
who were resentful over curbs imposed upon them by the Castillo regime and
the attempts of employers to reduce wages, eliminate overtime pay, and void
other benefits achieved during the Arévalo-Arbenz era, Similarly, lMendez
drew to the PR students, intellectuals, and professional men who were.
bitter over their loss of prestigeband the interruption in the progress of
the 194l revolution. Woreover, as the PR gained polltlcal importance its
lower echelons came to include a number of extreme leftists. Among these
were some Communlsts and sympathizers who sought to use the PR as a fronﬁ for
their operations. Although.aware of the presenee of these elements, leaders
of the PR nade no attempt to expel them. At the same time, the Communists
maintained their clandestine party;"They'covertly supported Mendez, but
caused some disunity within the PR through disagreements with its basically
anticommnnist leadership. This divisiveness, inadequate finances, and
organizationai difficulties handicapped the fR caniderabiy.
2h. A strong supporter of the Castillo administration, Cruz advocated
a continuation of its policies. These included moderate social and economic
advances oriented about gradual agrarian reform, controlled labor organiza-
tion, expanded rural education, and diversified industrialization. His |
.platform also pledged to safeguard private enterprise, maintain friendly
relations with the United States, and conbat communism.i With‘this middle-
of~the-road approech, Cruz hoped not only to attract moderate support but

also to reconcile divergent interests of the right and left. However,
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leftists regarded Cruz! objectives as too limited; rightists considered thenm
as too liberal;.and many moderates resented the past actions of the MDN.
Furthermore, Cruz was handicapped by not being well-known in many parts‘of
'the country. | | | o
25. Ydigeras set forth a varied program and reflected his ability to
 appeal to'diverse social and political groups. Propertied elements
including planters; industrialists, and businessmen were attracted because
of his prdmises to favor their interests by governing firmiy, adhering_to
.sound economic policies, dealing sternly with Communists, and suppressing
labor agitators. At the same time,'many aﬁong the underprivileged classes
apparently'were'convinced by'Ydigoras‘ statements that he was not a rightist,
that he would adhere to the basic tenets of the l9hh revolution, and that he
would not be an oppressive ruler of the UbiCo type. These peorer people;
who were acquainted with his name because of his participation in previous
.pr351dentlal campalgns, also respected his personal prestige, his reputation
as an efficient adminlstrator, and his symbolism as a caudlllo, or strong
man. Perhaps the greatest attraction that Ydigoras held for voters was his
V1gorous opp051t10n to any efforts by the interim Flores administration to
favor, as the preceding Gonzélez regime had done, the progpvernment MDN.
Almost as important was the belief held by a large number of voters that
Ydigofas.fepresented the law and would restore stability. -
26. During the electoral campaign the fundamental issue was the extent
to which the social and economic goals of the Revolution of 19Ll were to
be implemented. Since the three.major candidates accepted and endorsed the

' basic tenets of the revolution, their platformé differed more in emphasis
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than in substance. To a_considerﬁble degree, absimilar.situation prevailed
with regard to the attitude of voters., Generélly, those who desired to
recovér gains made during the Arévalo-Arbenz era and to implement reforms
more energetically than they had been by Casﬁiilé éuppérted Mendez and the

PR; those who approved the moderate course adhered fo'by'Castillo supported
Crui and the MDN; and conservatives who were opposed to reforﬁ and ihdividualg
of all classes who valued order above progress supported Ydigoras and the |
Redeneibn. | | '

27. In the’présidential electioﬁ held on January 19, 1958 the.balloting”
proved inconclusive since no candidate received the absolute majority of |
votes required by the constitution. ‘Under such circumstances, the obligation
devolved by law upon the Congress to nameAas President either the candidate

. who received the piurality or his closest competitor. Accordingly, the
Congress appointed a special commission of deputies to recount the ballots.
The results showed that Yd{goras received 190,972 votes, or 39% of the
ballots cast. In second and third places, respectively, were Cruz with
138,488 votes or 28%, and Mendez, who polled 132,82L ballots, or 27%. The
remainder of the ballots were received by Col. Enrique Arddn Fernindez (1%)
or were declared invalid (5%). With these results before it, the Congréss
chose Ydigoras over Cruz by 4O to 18 votes. SeVenAof the 66 deputies
abstained from voting and one was absent.

28, In selecting Yd4goras thé_Congress\was influenced perhaps decisively
by a pact that he had signed with Cruz on January 27, 1958. Unofficial

: returnS'recéived immediately after the Janmuary ballotiﬁg.indicated that

Ydfgoras had received a decisive plurality, but his election was by no means
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assured since the final decision had to be made by the Congress. Ih that
body the large majbrity of deputies were members of the MDN and strongly pro-
-Cruz in sentiment. Legally they-couldlhave selected Cruz should their count
.'of.the_ballots show that he had won second place, aé seemed highly probable,
but to.do so would have involved the risk of violence. Ydigoras threatened
to ﬁse fpre’if he were denied the presidency, and the possibility existed -
that exfremist PR elements and‘Communists might exploit an outbreak. Such an
eventuality would héve repeated the experience of the preceding Qctober.
Despite the fact that the January elections had Been conducted inva reasonably
impartial manner and without serious incident, stability subsequently remained
ﬁncertain because of intense political riﬁalry and factionalism within the
a:med forces.’ Thus a desire to évertvciVil str{fe, par£icularly oh the part
of Cruz, was primarily responsible for the conclusion of an agreement.
29. At the same ﬁime, other factors motivated Ydigoras and Cruz. Cruz
desired, if defeaﬁed,'to gain samething for the MDN and his suppofters.'
‘Botﬁ candidates recognized weaknesses if elected in their individual positisns.
Not only would each have‘had to facé the opposition of the other, but of
| stréngiy resurgent leftist forces led principally by the PR. Neither could
have been certain of strong support.within the military, ihe'key to eventual
pblitical stability. Yd{goras, furthermore, would have had to face MDN
control of the Congress for at least the first two years of his administration.
In view of these majof considerations the two men and their parfj leaders
agreed to respect the choice of the Congress, to form a government with the
: pérticipation'of centrist and rightist parties,vto support free unionization

~in accordance with existing labor legislation, to respect the nonpolitical
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character of the armed forces, and to refrain from acts of vengeance.
Although the pact madevno mention of the fact, it in effect markedvthe

withdrawal of Cruz from the contest. The MDN deputies, therefore, were

free to vote for Ydigoras.
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‘II. PRESENT POLITICAL SITUATION

A.v Composition of the Ydfgoras Government

30. Président Miguel Ydigoras Fuentes has been characterized variOusiy
by relatively impartial observers, but thevmajority concede that he is a |
cdnservative. At the same time he is an oppértunist who attempts to be all -
things to all éeople. He 1is vigérous and capable of displaying firmneés
even to the point of harshness. As an administrator he possesses ability,
but is handipapped by the fact that his experience has been primarily in
an area of force rather thah persuasion. Born of upper-class parentage in
1895, Ydigqras has had a varied career as a soldier, statesman, and
dipl&mat since graduating at the head of his class'frcm the Guatemalan.

, MilitaryvAcademy in:1915. He has served in‘various military‘posiﬁions,‘as

a departmental governor and highway director under Ubico, and as a diplomat.
In 1950 he ran unsuccessfully against Arbgnz for the presidency. Also a |
graduate in‘engineering.from San Carlos University, Yd{goras is well read,

~a good but verbose'conversétionalist and public speaker, and speaks some
English and French. He is married to Maria Teresa Laparra and has two
children who are graduates of United States univarsities. Although a pro-
Nazi during the eérly part of World War II, Ydigoras since 19L3 apparently
has Eeen sincerely pro-United States.

31, In designating his presidential staff, Ydigoras surrounded himself
with former officials of the Redencibén. He appointed as Secfetary General
of the Presidency Victor Ramiro Flores C., as Pfivate Secrétary
D4frila Cérdova, and as Secretary of“I££drmation Mario Ziribén Lara. During

the electoral campaign, Cbrdova, a conservative, had been Secretary General
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of the Redencidn, while Florss and Zirién, both moderates, had been Vice
Presidents. Ths only nonparty appointment was that of Alejandro Micheo
'Alejos, an extreme leftist, to be Subsecretary.

32. Contrary to a"prévision of his pact with'Cruz, Yd{goras did not
form a conciliation government.' The large majority of ministers and their
subsecretaries are members of the Redencién or close'friends of Ydigoras.
While some have no party affiliation and seferal are members of minor
political organizations, only three appointees belong to other major parties.
One minister and one subsecretary are members of tﬁe MDN; another sub-
secretary belongs to the PR. The political orientation of almost all thsse
officials is conservative.  Probably a majority.srsrcomparatively unknown
and inexpérienced in public administration, but appear to‘possess reasonable
competence,

33. Among the conservative ministers are ArﬁurobPaiz Bolafios, the
capable highway enginser who heads the Ministry of Communications and
Public Workss Dr. Mariano Lépez'Herrarte, a respected physician and Yale-
educated insurance company president serving as Minister of Public Health
and Social'Welfare~ and Coi° Marco AureliO»Mérida, the well-regarded
Mlnlster of Public Educatlon who has served as a dlplomat and congressman. :
Other conservatlves are Hernln Morales Dardén and Jose Guirola Leal, the

* Ministers of’Government and Economy, respectively, whg are former officials
of the Ubico regime and wéll-réspected but somewhat limited in their capacity
to plan broadly. Still another conservative is Carlostonzélez Siguf, the
Minister of Labor, who is reportedly dishonést, incompetent, andllacking in

a knowledge of labor matters. Col. Roberto Lorenzano Salazar,_who supports -
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Ydigoras but is apparently a leftist, is the temporary Minister of Defense.
He showed ability in this same office under the interim Flores administra-
tion, FEnrique Garcfa Salas, the Minister of Agriculture who is a member
of the MDN,'is an experienced and able agrigulturalist. The Minister‘of
Finance, Carlos Salazar Gatica, is‘a close friend of Yd{goras who also
supported Castillo's Liberation Movement and served és his first Minister
of Foreign Relations. He lacks ability. A moderate 1éftist,.Carlos Gércia
Bauer, heads the Ministry of Foreign Re}ations. 'Probably the‘abiest member
of the cabinet, Garcfa was formerly Guatemala's Pefmaheﬁt Representative

to the Uhited.Nations, a deputy in the Congress, and a professor in the
University of San Carlos° Although hot a member of the cabinet,

Col. Enrique Peralta Azurdia occupies a'position of virtually the same
impoftance as Director Generai of Agrarian Affairs. A widely popular and
highly capable officer who has served as a military attaché and ambassador
in severai counfries,_Peralta is a moderate rightist who since 19LL has been
mentioned frequently as a presidential pdssibility..'

B. Supporting Groups

3Ly, As President, Ydigoras faces the problem of heterogeneous and weak
orgaﬁizational supporf. ~In tﬁe 66-member Congress, the Redencién controls-
~ only 16 seats and has thé possible support of_i2 deputies who aré eifher
independents or belong to minor parties. Tﬁislweakness undoubtedly
influenced Ydfgoras to invite the MDN, which has 22 seats, to work with
the Redencibn. While there haé been soye tendenéy for MDN deputies to
¢limb on the Ydfgoras bandwagon, this has not reached proportions sufficient

to give the President control of the Congress.
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35, In addition to.its minority position in the Congress, the-

- Redencién is not an effective organization in many places‘excepﬁ Guatemala
City. Even in the capital £he Redencién is favored by the tfaditionally
conservative orientation of the electorate and the very intense feeling
against the MDN. The failﬁre thus far to make Redencién an effeétive
nationwide organization is attributable primarily to its rightist orienta-

“tion, a paucity of experienced leaders, and the faét that MDN members still
hold top politiéal positions in many communities.. The_prospects.for | |
Rgdencién's increasing iﬁs popular base are nét bright. Some Redencién
leaders envision a merger with the MDN, but there is no indication thaﬁ
MDN leaders desire sﬁch a union ana few members of the party have defected
to Redencidn.

| 36.' Offsetting somewhat the weak organized political sﬁppo:t availabie
to Yd{goras is the_soiid backing of rightist nonpolitical groups. Foremost
among these are landowhers', industriaiists', and businessmen's organiza-

tions. Probably the most important is the General Association of Agricul-

ture (Asociacién General de Agricultores -- AGA), which for more than half
a century has been composed principally of the ecoﬁoﬁically powerful
finqueros br large landowners. Since the Revolution of 19Lk, the AGA has
expressed strong opposition to many of the social and econdmic‘measures
advanced by succeeding administratibns. Labor policies, in particular,

ﬁave been attacked consistently. A similérvrelﬁctancé to recognize the fact
that the jears since 19L4L have'wrought any basic social and ééonomic changes
in Guatemala characterizes the attitude of industrial and commercial

interests. These have devoted their pfincipal activities to securing
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protection for national products from foreign imports or seeking othér-
special advantages. In return for supporting Ydigoras, these groups will
expect his adminisﬁration to adhere to a generally conservative courée.v
The pressures which they can exert are powerful,'bui probably not nearly so
convincing in terms of political realities as the forces which an aroused
left could bring to bear.

37. Although ihe Catholic Church favored Cruz during the‘presidential
campaign, it has indicated fhat it will support Ydfgoras now that he is
President. It has no sympathy forrthe resurgent»left, which it fears might
reimpose the curbs of the Arévalo~Arbenz era, Ydigoras is reportedly a
strong advocate of thevseparation of Church and State; however, he has
evidenced no intention of tampering with the present position of the Church.
As a pressure organization, thé Church is only slightly more_influéntial
thanvit was prior to tne recoverj of pfivileges during the Castillo regime.

38. The armed forces have demonstrated an increasing willingness
to support Ydfgoras for at least the immediate futnre. Prior to the
January elections the'military was beset by factionalism. The poSsibility
existed that a split would occur between adherents of Ydigoran and Cruz~-
neither commanded a large following~-in fa&or of the latter. -While this“
divisiveness has not disappeared, it has abated to the point that it does
not pose a serious threat to stability. Since the elections the majority
of officers have shown a willingness to adopt at least an attitudevof
watchful waiting toward Ydigoras. -This unifying trend has developed because
of Yd{goras' success in Winning\the presidency,vthe tendency of the nilitary

- to be responsive to public opinion, and the common opposition of both
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"Xdigoras and the military to.a'reSurgence of extreme leftism. After
reviewing the army on February 28, Ydigoras made a speeéh in which he
promised to maintain an effective military estabiishment. In previous
statements he had indicated that he would improve the economic position
of the officer corps.

C. Neutral Groups

39. Within the Congress there are‘a few deputies who classify them-
selves as ihdependenbs. Almost all of these are members of minor political
organizations which have very little popular Support. Even colleétively
these deputies do not have the capability 6f acting as a balance of power
between the Redencibn énd the other major parties.

L4O0. The MDN also regards itself as a neutral organiéation. On
February 28, 1958, ifs leaders published a statement declaring that the
party was independent and that it was in no way béund by the Cruz-Ydigoras
pact.. Except for the support that MDN deputies gave Ydigoras in selecting
him for the presidency, the majority have tended to adhere to the party
line. Thus, MDN deputiés joined ranks in electing the president of the
Congress and three of its other five principal officers when it was
reérganized for the present one-year period. Only the first vice'president
is a member of Redencifn, Similarly, the MDN and PR deputies united
against the Redenciényagd its supporters to pass é recommendation that
President Ydigoras sever diplomatic relations with the Dominican Republic.
While this actioh was taken partly‘because of interventionvin.Guatemalén
affairs by tﬁé Dominican Government,_it was élso motivated by the belief

. that Ydfgoras had accepted assistance from Generalissimo Dr. Rafael Leonidas
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Trualllo durlng the- pre51dent1al campalgn and would be embarrassed no matter 4
how he reacted to the recommendatlon.
hi. As a political organizatlon the MDN is declining in importance.

It is 1051ng membe;s, particularly in rural communities, to the PR. One
highly competent observer has predicted. that thls trend may eventually '
include 70% of the MDN's enrollment. Cruz himself has expressed deep con- '
cern over this development and the opinion'that the majority of'MDN_members
will joiﬁ the PR. In,an'effort to prevent further defections and regain
public confidence, leaders of the MDN in March effected some changes

including the designation of a new secretary general.

D. Opposition Groups

L2. “Although the PR has only six deputies in the Congress, it is
rapidly developing into the prinéipal opposition force to the ‘Ydigoras
admlnlstratlon. The party is very strong numericaily. Geographicelly, its
membershlp is greatest on the coasts, in the piedmont zone, and along the
railroad which connects Guatemala City with the Atlantic and Pacific. It
is weakest in the predominanﬁly Indian highlends. The heterogeneous composi-
tlon of the PR includes all elements of the left ranging from the mildly
_socialistic to the mllltantly communistic. However, the maJorlty are
moderately leftist in political orientation. A large part of the PR's
support comes from groupe which were favorabiy affected by the labor and
1land reform programs of the Arévalo and Arbenz gevernments. The leaders
of the PR are chiefly lawyers and other professionalvmen‘who played a majof

role in shaping the inifially moderate course of the Arévalo regime.

!
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L3. Since the Januar& elections the PR has made significant gains in
several directions. Largeiy as a result of.its conduct during the
electoral campaign, the PR has gained the respect of probably a majority
of the articulate electorate. It has been the subject of laudatory comment
Sy the independent press, which has the largest circulation in the country,
ana by even consefvative newspapers, The party has received substantial
accretions to its membership, parﬁicularly from the MDN. Furthermore, the
PR has made progress in deVéloping close ties with organized labor. Two
of its deputles, who are members of the Labor Committee of the Congress,
are acting as legal adv1sers to labor unions of the United Fru1t Company
and the International Railways of Central America.

L. The pr1n01pal problem facing the PR is the maintenance of internal
unlty. Thus far, the diverse elements compr151ng the party, have subordinated
their 1nd1v1dua1 objectives in an effort to glve the resurgent 1eft a
respectable status. However, as the PR faces its first national convent1§n
in June, the extreme left sector is maneuvering to gain a place on and,
if p0551ble, control of the directorate. Meanwhile, moderates now in
control of the PR are aware of this threat and are con51der1ng a purge of
at least the Communist group. ‘

LS. Toward the Ydigoras administration the PR is adhering to the role
of a responsible opposition which champions the interests of the masses.
Leaders of the PR doubt that Ydfgoras is sihcefe in 6laiming to be a
moderate and are very susplclous of his rightist supporters. They fear

- that the regime will adopt a reactlonary and dictatorial policy de81gned

to curb the PR's growing influence. At the same time, these leaders
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realize.that they must avoid rash actions in order to'préserveitheir gains
and improve the party's position for the 1959 coﬂgressional elections.

h6. The prlnClpal minor political organization in opp051t10n to the
Yaigoras administration is the Guatemalan Christian Democratlc Party

(Partido Democracia Cristiana Guatemalteca -- DCG). While the orientation |

of its membership is moderate and to some extent comservative, the party
stands for social reforms to which its leaderé assume Ydigoras is opposed.
Significantly, the DCG has nine deputies in the Congress.

E., Labor and Rural Groups

L7. The Guatemalén working ciass was moré adversely affected than
any other group by the "Liberation" of June 195Lh. After having been
favored by -the government for a decéde, the workers suddenl- fermetl them-
'selves the object of‘official mistrust and suspicion. Under the Castillo‘
regime.organized labor was placed on the defensive by government policies
restricting'and.controllingVthe-workers.\ In response to antilabor
sentiment amoﬂg its backers, the-administrafion initially denied labor a
Juridical p051t10n and froze union funds. vLabor‘leaders attempting to
reconstitute their unions met with admlnlstratlve delays and often were
discharged or even arrested. Although labor made,modest gains during the
latter part of the Castillo regime, many workers continued to feél that
they had been better off under Arévalo and Arbenz.

L8. The position of organized labor.remaihs_weak. Only about 25,000
workers belohg to trade unions--less thah a third of the membership which
thej had in 1953 and early 195&. fEmployers take advantage of the fact that

employees noblonger have the right to reinstatement, if unjustly dismissed,
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by ridding themselves of union leaders and prounion workers. Efforts to
rebuild the labor movement are impeded by the virtual ban on rural labor
organlzatlons and the prohlbltlon against unlonlzlng government employees.
As a whole, the workers are cyn1cal and dlstrustful, feeling that real
unions disappeared with the Arbenz regime. Moreover, the workers have
- little faith in the lébor courts which they are convincéd enforce the laws
in a mannef favorable to the empléyers. The majority of labor leaders,
who have come to the_foré since the fall of Arbenz, are.sélf—appointed and
spgak chieflj for themselves or for the political interests which use them.
L9, The majority of workers favor thé PR, which is making a determined

effort to w1n the support of key unions by offering them legal adv1ce and
by championing their 1nterests in the Congress. Such an attitude on the
part of 1abor contrasts with its hostility toward the MDN. As the
dominant proadministratioh party during the Castillo regime, the MDN was
unsuccessful in developing worker support and contributed to the disruption
of the labor movement. Similarly, the ORIT'accomplished little in its
éfforts to foster a "democratic" reorganization of trade unions. This
lack of success by both the MDN ahd the ORIT was attributable partly to
the belief of the workers that these organizations were associated with
the antilabor elements responsible for the formulation of the Castillo
administration's pplicieé, and partly to the ineptness and inexperience of
labor leaders. - . |

50, Immediately after the fall of Arbenz, the Catholic Church was

instrumental in the founding of a social Christian labor organization,

the Autoriomous Sindical Federation (Federacibén Auténoma Sindical -- FAS).
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Due largely’to.antiQIerical sentiment among the workers and the ties of its
leader, Luis Felipe Balcércel, tb the Castillo administration, FAS failed
to attract or hold an important segment of Guatemalan labor. Today it-is
little more than a phantom group on the verge of liquidation as the after- -
math-éf abortive MDN maneuvers to take over tﬁe organization. Recently
Communists and symbathizers have been elected officers of the FAS.

1. In 1955 a new trade union center, the Guatemalan Union Council

(Conse jo Sindical de Guatemala -~ CSG), was established as an ORIT affiliate.

in spite of the constructive infiuence of ORIT, the[CSG has not grown into
an organizatiscn which cen claim to represent a major ségmént of the
Guatemaian wérking class. Nevertheless, it does represent a sméll group of
rélatively well—éstablished trade unions possessing a moderate outlook.
Although it has suffered from friction with the MDN and the late President |
Céstiilb, the CSG has so far avoided serious internal dissension or any
taint of Communist influence. |

"~ 52, The most important labor organiéation is the Railway Workers!

Union (Sindicato de Accién y Mejoramiento de los Ferrocarrileros -- SAMF),
which is the country's largest uhion with‘S,OOO members. The SAMF's
control over the nation's most important transportationISYStem énd the -
controversial status‘of.the railroad company give this union a unique
political status. Having resisted the efforts of MDN agents to take it
over, the SAMF is now aligned with the FR. |

53, Labor is generally pessimistic over its broépects under the
Ydigoras administration. Although intended to be conciliatory, the

President's statements on labor policy have not been wholly reassuring to
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labor leaders. Many of his backers have adopted antilabor attitudes and
expressed their beliefs that "the General" will "fake no nonsense" from
labor. On_the other hand, Ydigoras"backers also include a number of
employers'who are regarded by labor as examéles of enlightened management,
' and who express confidence that Ydigoras' soéial views were greatly
‘ broadened.by his travels abroad. u

sh. The skepticism of the working classes toward Ydigoras has been
increased by hié selection of a poorly qualified‘conservative to be
Minister of Labor. Moreover, labor views the efforts of Ydigoras to attract
its support.with less enthusiasm than might otherwise be the césé because of
certain actions by the interim Flores administration.. The 1atter'é sponsor-
ship of the long-awaited Public Eﬁployeé'é Statute and'éstablishment of a
Council on chial Policy were favorably received by labor. Both of these
measures tie Ydigoras' hands and reduce his opporfunities for taking actions
calculated to appear more understéanding of labor's problems than were the
policies of the Castillo regime. Consequently, whatever Yd{goras does for
labor will be viewed largely as a continuétion of Flores' policies. Fur-
ther; any hesitation by Ydfgoras in implementing thé measures initiated by
his predecessor will be cpnstrued as evidencing a lack of interest in the
workers! problems. |

55. Like the.iaboring'classes, rural groups are oriented to a consid-
erable extent toward the PR and away from the MDN and Redencibn. This
situation results from factors analogous to those which have affected labor.
Rural groups first entered the political érenarthrough the agrarian reform

progrém of the Arbenz regime. Peasants'were settled on land which belonged
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to the govermment or had been expropriated from private owners, in some
cases after it had been seized by landless elements. The goverrment
retained the title to this land, but gave the péasants lifetime use and
their heirs priority in applying for continued use. Although these and
other benefits were illusory, the program responded to avgenuine_rural
demand and need; It aiso won much'political‘support for the Arbenz‘regime.
- 56, .When Castillo caﬁe to power, he yielded to pressure from the
privatg landowners and restored their expropriated land to them. However,
he ﬁas seriously concerned over the consequences of such a policy and used
land relinquished by the United Fruit COmpany,ﬁtogether with US financial
and technical assistance, to institute a modified agrérian refb¥m and
_resettlement program; This gave the peasants small but economically suffi-
cient plots of land in fee simple, and provided government credit for tﬁé
construction of a house and operating expenses through the firstlharﬁest.
It aléo proVided agricultural experts to guide the ﬁeasants in efficient
land utilization. This same program was continued by the interim adminis-
trations and Ydigoras has not indicated ihat he will.make any changes
other than to broaden its scope through a more extensive utilization of
nationally owned land. While'the'hajority of beneficiaries appéar to be
satisfied with the modified agrarian program, some régard it as too limited
‘ and rigid. Those'péasants th are still landléss are especially dis-
contented and feel, in many instances, that they would have been taken care

of if the Arbenz program had not been changed.
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F. Communism _

57. The PGT contains possibly LOO members and can count upon 1,500
to 2,000 sympathizers. The party's‘greatest strength lies in its leader-
ship and a cadre of about 100 dedicated, indoctrinated, and relatively |

: Well-trained militants. It has made steady, if unspecfacular, progress in
rébuilding at the.grass roots level and has had some success in iﬁfiltrating
the students! aséociations.particularly in the schools of law and humani-
ties at the\UniVersity of San Cérios, in secendary school faculties, and
in the lowest leﬁels of the bureaucracy. There are no xnown Communists
and only a few sympathizers who hold influential positions in the Ydigoras
administration or the leadershié of the legal politiecal parties. -

58. 1In én effort to regain an important place in the nation's life,
the PGT is focusing its attention upon infiltrating labor organizationé.

A ﬁnique opportunity exists in this area since the lab§r code permits the
election of Communists to union offices, and the PGT possesses a virtual
monopoly of experiencéd labor leaders and organizers. As a rule, these
leaders and organizers remain in the background and work through compara-
tively unknown party members and syﬁpathizers in the unions. Several
Communists aﬁd sympathizers have reached positions éf influence in the FAS.
Théy are also making steady headway in other organizations.

59. The capgbilities of the Guatemalan Communists are-cﬁrrently'
1imitedrand their importance is more potential than actual. At the present
time they can do little more than capitalize upoh_unpopular actionsvof the
government, exploit ultranatiOnalist and anti-Yankee sentiment, and strive

to infiltrate the much larger and politically more important noncommunist
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leftiét drganizations. Hdwéver, in a deteriorating economic £nd still
unstable.political environment there are restless and dissatisfied groups
which are receptive to Communist proposals. |

60. In keeping with their capabilities, the goals of the PGT are
limited. The Communists desiré the establishment of a governmeht whiqh
would permit the development of "popular and democratic forces" énd the
free ofganization of labor. The PGT leaders are agreed that. the best
prospect of improving théir present position is to.gain control of the PR
and confert it into the "militant and revoiutionary expressionlof the
pppular masses". This infiltration would-begin at the local level and
endeavor f§ undermine the PR's "reactionary" leadership. OSuccess in this
undertaking will depend largely upon securing control of a redrganized
‘labor movement and effecting cocperation with the Arbencistas. The thou-
sands of Guatemalans who were active in thé labor and agrarian movements
during the pefiod 1952-5L conétitute an impdrtant reservoir of potential
“support. |

61, If thwarted in their efforts to gain a dominant position in the
PR, the Communists and théir allies threaten to split away its left wing
and form a new party. The danger that such a party could.not win legal
recognitiqn has acted as a deterrent, although the Communi sts haverexplored

the possibility of converting the Revolutionary Unity Front (Frente Unidad

Revolucionario -- FUR) into an independent party.v At present the FUR is

Iittle more than a skeletal organization of the Communists and their

sympathizers within Guatemala. A decision by the Commhhists to convert the

FUR into a legal party would probably be made only in the event the
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~ moderate leadership of the PR decided to purge the perty of Communists ahdi
sympathizers.
' 62, The Guatemalan Communieﬁs have received aid from Mexican Communist
and procommunist groups as well as from the So?iet blec missions in |
Mexico City. The Soviet Embassy has furnished financial.assiStance and
arranged for trips to the Soviet Union for training and medical treatment.
In addition, the USSR has granted handsome scholarships for study in Moscow .
to the children ofICharnaud MacDonald, the most prominent Arbencista leader
in Mexico. The Mexican Communists have helped the Guatemalan exiles find
‘work and have interceded in their favor before.government authorities.

63. Anticommunist legislation permits the government to take effective
action against the Communists, particularly in time of emergency. The
constitution prohibits the organization or functioning of political parties
which advocate the Communist ideology and pfovides that "every_Communist
act ... is punishabie" by law. The Preventive-Penal Law.againet C ommuni sm
(Decree 59) outlaws commnnism in ;11 its ferms and enumerates a large
‘number of specifie Cormunist acts which are punishable by prieon terms of
from six months to 10 years. In addition, the conetitution provides thet
in case of threats to the security of the State certain guarentees can be
suspended' and that anbemergency Law of Public Order, which confers special
powers upon the eerutive, can be invoked. The prineipal weakness of these
measures is that they do not defineqcommunism clearly. Consequently, the
courts have diffiéulty in reaching decisions in apparently well-documented
cases. To avoid delays, the Castillo regime resorted to theé exiling of

Communists rather than to prosecuting them legally. Recent court rulings
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severely limit the authority of the executive to exile even Communists.
6li. The principal responsibility for protecting the country against
Communist activities is vested in the General Office of National Security

(Direccibn Genéral’gg Seguridad Nacional) and its subordinate agency, the

Section for Defense against Communism (Seccién de Defensa contra Comunismo).

These agencies coordinate their operations with the National Police

(Policia Nacional), the Secret Police (Guardia Judicial), and the Border

Patrol (Guardia de Hacienda).

65. 1In discharging their duties against Communiét activities; the-
security.and police'agencies often have been arbitrary, incompetent, and
overzealous. They have been pafticularly ineffective since the abortive
elections of October 1957. While this has been due partly to the consequent
political instability, it has also resulted from actions of the government
which have undermined publiczconfidence in the seéurity and police agencies.
For example, the Flores administration reversed a deciSidn by the Gongzélez
regime that 1,000 members of the PR‘ﬁére on the government's list of Commu-

nists, thus revealing thaf the law enforcement agencies had become meré

' iools of the politicians. Ydigoras is attempting to restore public confi-
dence and imprové efficiency. He has appointed new heads of several agencies,’
and is devising plans for a broad functional reérganization;

66. A further factor which limits the effectiveness of anticommunist
legislatioﬁ is an increasingly adverse public opinion. For several years
Guatemalans have shown disapproval and even ridicule for thé manner in which
laws pertaining to communism‘haﬁe been enforced. Recently, there hgve been

strong indicationé thgt a considerable sector of the population believes
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that persons accused of being Communists or sympathizers are the victims
of smear tactics and, more importantly, that the country does not face a

Communist problem of any significance.
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IITI. PRESENT ECONOMIC SITUATION

67. The Guatemalan economy includes two almost independent sectors-g
one tied to international mérkets for Guatemalan exporﬁs and the other a
subsiétence economy. Agriculturallproduction for exportéhas prospered in
the.postwar period and at the same time the urban economy has undergone an
expansion.A A continued rise in volume and value of agricultural output>
contributedlgreatly to an 80% rise in real gross_national.product between
195k and 1957, to a level estimated at about $700 million (about $200 per
capita)‘in'current prices. Despite this expansion, Guatemala continues to
be an underdeveloped country. ‘The market for domeétically manufactured

products is small even in the cities because of the high concehtration‘of
income in a limited number of households. |

68. Since 195L the Guatemélan Government has followed policies
designed to spéed economic developmént over a wide front, With‘encourage-
ment to private capital as well és the use of government funds and foreign
grants, loans and’technical aséistance. These new pdiiéies haVe.given an
impulse to many sectors of the economy, including agriculture, industry,
mineral production, and transportaiion; Guatemala's economy is the siroﬁgeét
in Central America, and its prospects for future devélopment the ﬁost pfomising.
69. A few_key‘crops contribute the great proportion of total output

in Guatemala's agricultural sector._ In 1957 coffee, bananas, and'cotton
formed 95% df exports. Corn providés the chief staple of the local diet.
Agricultural eiports are largely produced under a plantation system. Gov-
ermment holdingS»includé one-quarter of all coffee 1ands and produce 12% of

total coffee exports. The United Fruit Company has‘Sizable properties in
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banana areas: the company's production and its local pufchases account for
two-thirds of banana exports, which in turn represent 15% of total exports,
Smali farms typieaily produce foodstuffs for subsistence and local sale,
The-goVernment has distributed land to 16,000'rural farmers under an agrariaq
reform law of January 1956. This program, and'the provision of technical - |
and financial assistance to small farmers, is helping to expand the agri-
cultural middle class. |
70.~'Like most raw material exporters, Guatemala has enjoyed a postwar

surge in world prices for its exports. In the last dozen years it has
continued to mamketlits coffee and bananas largely in the'United‘States
and hae enjoyed favorable terms of trade. Export values increased from
$37 millionl in 1946 to $105 million in 195k and to about $120 million in
1957. Coffee preductioﬁ reached bumper levels in 1956 and 1957, with an
annual crop of about 165 million pounds, and represented threefquarters of
1957 exports. Prices for the pfemium—grade Guatemalan coffees, at a new
peak of 73 cents per pound in 1956, receded to 51 cents in late 1957, but
at that lower level were still three fimes l9h6-prices; and substantially
Aabove cost of producfion. In late 1957 the government—sponsored Guatemalan
membership -in the MeX1co City Coffee Pact, under which it plans to hold
off the market coffee produced from govermment farms in an effort to

strengthen world prlces. Guatemala's other major export crops_abananas
and cotton--also benefited from favorable conditions in 1956 and 1957

Corn, which is_grown throughout the country on subsistence farms yielded -

1T The Guatemalan quetzal is freely convertible and has been at par with
the US dollar since 192L. .
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bumper crops in 1956 and 1957, which weré almoét sufficient to éover rapidly
inereasing urban demand, as well as subsistencenneeds; - |

71. Though over 60% of Guatemala is forested, there has been little |
development of timbér resources. Most of the forests are govermment-owned,
including the entire Petén area. Under a basic forestry law passed in
1956, commercial exploitation haé been almost entirely discouraged by the
‘capital requirements involved in the size of forest zones offered for
exploitation (5,000 sq km minimum), and,thelstipﬁlation that a lumbering
operation include the building of towns, roads, churches, and hospitals in
addition to normal conser#ation practices. Furthermére, long outstanding
claims against the government by various investors who previously attempted

- lumbering operations on government lands discourage both operators with
Guatemalan expérience as weli as potential new investors. At present ﬁost
of the lumbering operations are carried out on private land with‘prbducfs
destined for local construétion and fuel uses.

72, Guatemala's mineral resources have not been explored or exploited
to any significant extent. In a climate favoring foreign investment since
1954, foreign companies have taken up petroleum concessions in northern

- ‘Guatemala, leasing all of the Petén and portions of Verapaz and Izabal.
cher féreign companies have laid plans to eiploit various metal deposits,
and the production of lead and zinc has already assumed some importance.
The value of Guatemalan mineral resources remainé to be proven and they do
not offer a means of increasing exports in the near future. Over the long
run, however, théy promise to help increase and diversify production and

'exports.
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73. Industry in Guatemal; is largely confined to procéssing agricul- .
tural commodities and producing simple consumer goods, Since 19§h indus- |
trial actiVity has expanded rapidiy in response to favorable government.
-p011c1es, 1nc1ud1ng tax and customs privileges. New investment has
included some forelgn capital, notably a tire factory. Thus far, however,
the opportunitieé'forvindustrial employment have»hot kept pace with the
growfh of thé urban population, and the growth potential of industry remains
11m1ted by the restricted local market. If integration of the Central
Amerlcan economies is undertaken, an additional market for some 1ndustr1es
may open up.

7. The devel opment of Guatemalan resources has been hampered by
jnadequate transportation facilities. Until recent years the transportation
of buik commodities was largely limited to the lines aned by the Intérna- .
tional Railways of Central America (IRCA), which were built to service the
needs of banéna.and coffee producers. Since 195l the government, with US
aid, has pushed the construction of highways begun under the Arbenz regime;
and has further dgveloped a national road network. The major links in this

" program have been the Inter—Américaanighﬁay (Mexican border to El Salvador
border), the Atlantic Highway (Guatemala City t0 Puerto Barrioé), and the
Pacific Coastal Highway (Guatemala City to ﬁhe Mexican border). These
routes are now passable over most of their extent on an all-weather basis.
With thls expansion of the highway system and the construction of feeder
roads, an important step has been taken to 1ntegrate the national economy, |
to lower the costs of agrlcultural production, and to permit increase and

diversification 1n§ﬁéﬁf§ﬁalﬁ dltput.
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75. Since the war Guatemala has suffered from an increasing shortage
of electric power. In Guatemala City the major source of power is the
Empresa-E}ectricé,'a‘locai subsidiary of the American and Foreign Power
Company, ﬁhich has survived years of public and government hostility.
Government-owned facilities serve the Quezaltenango—Mazatenango‘area west
of Guatemala City.- In rural.regions and small towns there is Qery littlé
power available, though in some locations small municipal plants or private-
units service limited\aréas. Guatemalan Governments in the postwar period
sought to 1imit expansion of Empresa Electrica, but since the government
did not provide alternate power facilities much-demand in the capital remained
-unsatisfied. A new concession contract was signed by the Empresa Electrica
in the last days of the interim Flores administration, and if ratified by ‘
the‘Guateﬁalan Congress may provide the basis for important new investments
by the company. -

76. Since 195h funds and assistance for Guatemalan developﬁent have
been dfawn from a variety of sources--public and private, national and
foreign. They have taken the form of direct investment, loans, grant aid,

band technical assistaﬁce. The Guatemalan Government in 1957 -spent $LO
million‘df"its own resources on capital imprcfements. US grant aid, of which
about 60% was invested in highway construction, totaled over $18 million,
bringing US grant aid since 195L to more than $L3.5 million. The IBRD
disbursed over $11 ﬁilli;n of an $18 million highway loan in 1956 and 1957.
Guatemalan citizens increased their domestic investments sharply‘during the
Castillo period, revers’ing the heavy flight of capital which took place

under the Arbenz regime. Total new private foreign investments, which
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inereased rapidly after 195, reached a high level in 1957, with an esti-
mated investment of $12 million in that year.

77. The three US companies that until recently accounted for virtually
all US capital in Guatemala~--United Fruit, IRCA, and the Empresa Electrica--
invested abouf $Lh million in 1957. Investments by the Eﬁpresa Electrica
would probably have béen much larger had the Guatemalan Government adopted
a policy making possible expansion of the company's service to Satiéfy all
demand in its service areé. The IRCA's expansion potential was reduced in
1957 by the competition of truck transport along the parallel Atlantic
Highway. At the end of 1957 the IRCA suffered a damagihg strike, andlin
early 1958 was sﬁed by the interim government for special taxes assessed
by the Arbenz regime., The difficulties experiencéd by the above US firms
have not deterrasd other US interests from making new investments in
Guatemala. These have included a tire factory, s $3 million investment by‘
mining.cémpaniés, the establishment of a branch of the Bank of America, and
expenditures on petroleum exploration beginning in 1957. Over nine million
acres of landlare held er petroleum exploration by major US firms such as
Standard 0il of New Jersey, Standard Oil (Ohio), Tidewater, Union Oil
(California), and Amerada, in addition to a number of smallér companies.

By mid-1957 company expenditﬁres were running at a rate of $1 million a
month for the initiél_exploratofy'phase, with about half this amount spent
for labor, supplies and taies-in Guatemala. With thecsntinuatiénof\
existing official policies, these expenditures are likely to increase
rapidly through 1958 and 1959, until the presence of oil in.commercial quan-
tities is definitely determined. At the close of 1957 total US investments
in Guatemala amounted to an estimated $170 million.
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78. In the past three years gross national product at constant prices
has risen,'probably more than 2% per cepita annually, refleefing‘the high
level ef investment and favorable»agricnlturai conditions. The sectors
benefiting most from the.boom have-been the proprietars of urban real estate,
merehants,_industrialists,,and 1argevferﬁers. Wage earners, especially the
two-thirds'ef thevlaber foree in rural areas, have gained little from the
increasing pace of economic activity beyond fuller employment pius scattered
wage raises as 1abor shortages developed in some areas.

79. Guatemala has avoided the problems-ef drastic inflation and
depreciated currency common.in many underdeveloped countries. The consumer
price index stood at a level about 35% hlgher than in 1946. During the same
decade the total money supply (currency plus demand deposits) increased by
136%. A notable feature of the monetary expansion has been a tripling of
demand deposits, reflecting the rapid growth of the business community and
the expansion of new investmenf. The expansion of the circulating media
without a similar rise in prices was made possible by increases in real
production plue an extension of the money economy iﬁto more remote areas of‘
the country. While the money supply expanded at home, the Guatemalan
quetzal remained at par with the US dollar, and the government's holdings
of foreign exchange almost doubled during ihe Castillo administration.

80. Government revenues rose from $35 million in 1946 to $70 million
in 1954 and to a new high of about $91 million in 1957. This gain in
revenues came without any major improvement in tax methods, which are'lafgely
tied to levies en import and export trade. Much of the revenue gain is

directly due to price increases in Guatemala's exports; and the concomitant
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rise in imports., In addition to.its domesti¢ sources of reveme the govern-
ment glso was able to expand its opérations due to the large influx of US
grant aid during the Castillo administration (1954-57). In this period
there was actually soﬁe decrease in domestic debt despite new and enlarged -
expenditures for capital imérovements, education, éndipublicvhealtha

81. 1In the period 1955-57, the Guatemalan economy strengthened
appreciably. Highway construction was pushed_forﬂafd rapidly and is con-
tributing to lower marketing costs, incréased production‘from existing
sources, and the opening of new soﬁrces of produgtion. Foreign exchange
reserves totaled $75 million at the end of 1957. The government's internal
debt stood at a low level of $62 million. Propertied interests benefiting
from the boom in economic activity had.accumulated substantiallsafings.

: Development ofvnew resources by foreign pri#ate capital, notably in peﬁroleum
was under way. Other foreign investment and foreign grant aid and loans
were scheduled to continue at a high rate in 1958,

82, Offsetting these favorablé factors has been the decline of coffee
pricés; Together with the fear of continued pblitical instability, and
the ﬁ%ospect of.further price decline this has caused a pause in business
activity. The price of coffeé has been and continueé tovbe‘of basic
importance to the national economy. Earnings from coffee have traditionally

. provided much of the means of payment for imports, thereby affecting both
the level of consumption and investment_in Guatemala. Coffee export taxes,
which vary with the price of coffee, have constituted about one-fifth of
.all governmént‘revenues in recent yeafs. Import taxes and associated levies,

which have generally responded to the level of coffee sales, account for
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another 30% of government income. Internal taxes are largely tied ta
domestic prosperity, which normally depends heavily oﬁvthe coffee trade;
83. In the immediaté future, the effect qfla decline in coffee prices
oﬁ ecohomic activity andvgovernment revenues will be éushioned by continuing |
receipt of US grant aid, which is expected to total $18.L million in 1958,
including $13.6 million in ICA funds and %h.B millibn for the roadbuilding
program; and by the IBRD highway 1céns, of which $5 million will be spent
in 1958. Moreover the high level of foreign exchange reserves can be used
to finance a current trade dgficit, and the govermment's credit standing
will permit continued investment despite declineé in budget receipts. ’Thhs
the economic éffect of a éoffee price decline will probably be limited
during»at'least the next 12 months, It may cause a decline of $5-10 million;
in govermment revenues., It may also mean a'éontinuation of the 1lull in
domestic privateAinvestment that has been noted since late 1957.
8L. Over the longer term, Guatemala's pfoblems are those associated

~ with an expanding economy; that is, ﬁhey are problems of managing and.
allocating relatively substantial resources in 6rder to maintain a balanced
" development as well as a satisfactory rate of economié activity. Careful
planning will be required,tovprevent urban development from becoming an
incubus on the.égriculfural sector, as it has elsewhere in Latin America.
Thus the goverhment musﬁ encourage urban industry that will complement the
agricultural sector énd operate at reasonable costs as well as providé

. employment to the growing urban population. The need for such carefui
planning can be avoided only if national resources are substantially

augmented, as they would be through large petroleum production.
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IV. FOREIGN RELATIONS
85. Ydfgoras has indicated that the principal objectives of
Guatemala's foreign policy during his administration will be: (a) to con-
tinue amicable relations with the United States; (b) to develop closer
fieé with neighboring repﬁblics; {c) to press for recognition of Guatemala's
‘¢laim to Briiish Honduras; and (d) to further the internationsl prestige of
Guatemala through participation in the ODECA, the OAS, and the Uniﬁed Nationsz
86. Ydigoras profeséés a warm friendship for the United States, which |
he has visited several times, During the official visit which he paid the
United States in February 1958, he_was most favorably impressed by the
reéeptioﬁ tendered him., He is fully appreciative of the benefits that have
accrued to Guatemala from US financial and technical assistance since 195h,
bﬁt ié determined not to permit Guatemala to become subéervient to the
United States .or any other éountry. In February he created much good will
when he visited El Salvador,'Honduras, Nicaragua, Costa Rica, and Mexico.
87.' The Dominican Government, which for several years haé sought to
enhance its prestige and influence in Guatemala,_increased its efforts
after the assassination of Castillo.- At the beginning of the Castillo.
administration, Generalissimo Dr. Rafael Leonidés Trujillo offered to help
the new government provided he received coopefation in’extending Dominican
influencevto the other Central American republics. Castillo rejected this
proposition and subsequent overtures by Trujillo. 'Upon the death of
_ Castillo, Trujillo endeavored through offers of cash and military equipment
to establish a position of influence within the Guatemalan armed forces,

but apparently accomplished little if anything. Whateverlprogress he may
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have made was more than offset immediately after the October 1957 elections

. by a sharp public reaction which developed against the Dominican Republic.
This resﬁlted when the Guatemalan Foreign Minister, on the basis of étrong
circuﬁstantial evidence, accused two officiéls of the Dominican Embaséy of
involvement in the murder of a Guatemalan citizen. The Guatemalan public
became further incensed when the Dominican naﬁional radio sppngored broad-
casts by a self-styled mistress of Castillo accusing the Fbreign Minister.
of complicity in hisvassassination.‘ A break in diplomatic relations was
averted partly as a result of oppdsition to such a course by Guatemalan
deputies who were apparently friendly to thelDominican Republic. Continuing
Dominican interest ianuateﬁalan affairs was evident during the campaign

- preceding the January 1958 elections, for ﬁhe Dominican Ambassador in
Guatemala told an official of the American Embassy that he favored the’
election of Ydfgoras. Subsequently; shortly before the inauguration of "
Ydfgoras, the Dominican Ambassador was recalled by his govérnment after the
Flores administration slleged that he had sought to influence the vote of
the Guatemalan Congress against Ydigoras in févor of Cruz. After the
election, Ydigoras denied pefsistent repOrts——some-datéd back to'the 1950
elections-~that he had accepted financial assistance from Trujillo.
Immediately afterwards, Ydigoras permitted the»recalled Dominican Ambassador
to resume his duties in Guatemalé. This'act éngered the opposition in the
Congress, which enécted a resolution recomménding that Ydigoras sever
diplomatic relations with the Dominicaanepublic.

88. Guatemalan-Mexican relations are outwardly cordial. There areA

no important differences between the two countries, although the insistence
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with which Mexico is pressing its claim to the northern tip of British
Honduras is czusing serious concern to a number of Guatemalan officials,
Also,”Mexioo remains the principal sanctuary for the majority of Guatemalan |
Communist and Arbencista exiles, but the Mexican authorities have imposed’
close surveillance.over them, have restrained their political activities,
and have prevented large-scale arms smuggling énd illegal reentry into
Guatemala. Some easing of the exile problem rosulted during the Flores
administration when a number of the least undesirable exiles were permitted
to resume their residence in Guatemala., A further easing of almost
comtlete-disappearance of the problem will in all probability»result should
Ydigoras carry out his announced intention of termitting the majority of
exiles to returo. |
89. TYdigoras has jndicated that he intends to préss vigorously for

the recognition of Guatemala's claim to British Honduras. He made this
clear during his cempaign and inaugural speeches, and in an address to the
Guatemalan Army oo February 28 he stated that British Honduras had to be
recovered, if neoe5sary by force. 6n his visit to the United States he
included in his party Jofge Garcfa Granados, an expert on internationél
relations, for the specific purpose of discussing the British Hondufan
problem with US officials. In these conversations, Garcia revealed that
Guatemala, upon securing recognition of its claim-to British Honduras, would
in lieu of outright annexation provide the area associated status with

- autonomy over its internal affairs. These would be directed by an elective
Prime Minister who would be é menber of the Guatemalan Cabinet. Foreign

affairs and defense would be conducted by the Guatemalan Government, and
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the PreSident of Guatemala would also be the President of British anduras.
Subsequently, Ydfgoras designated Garcia to be a special adviser to his
administration on matters pertaining to British'chduras; A number of Latin
American countries have supported the position taken by Ydigoras. In
general, Ydfgoras' attitude and statements do not represent a wholly new
policy approach. As many other Guatemalan presidents have»successfully
- done, Ydigofas is employing'this perenniai issue primarily to deveiop
domestic support for his administration. |
90, Since being readmitted to ODECA in 1955, Guatemala has endeavored
to give the organization a permanent and useful.character. It has served
as host for conferences and joined in efforts to remove barriers to closer
relationships among the Central American republics. Partly as a result of
vits OﬁECA membership, Guatemala has concluded trade pacts with El Salvador
andVHohduras and is‘negotiating_similar arrangéments.with Cqsta Rica and
Nicaragua. 'Also, on several occasions ODECA has supported Guatemala's claim
lto British Honduras, thus serving as medium fdr unified action by the |
member countries in such matters.
91. o éountry of the Soviet bloc has or is attempting to establish
diplomatic relations with Guatemala, Cufrently negligible economic ties
are not being expanded., Furthermore, recent bloc diplomatic, propaganda,
and scientific successes have not materially benefited the Guatemalan

.Communist movement.
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PROBABLE FUTURE DEVELOPMENTS _

92. The Ydigoras administration appérently intends to follow a
moderate course. However, the sincerity of the President's expressed
.intentions'in this regard may be viewed with skepticism becaﬁse of his recent
appointment.of a basically cohservative cabinet. Unless Ydigoras can allay -
fears that he is indlined to be a rightist authoritarian ruler, he will .
probably losé consideréble moderate suppoft to the leftist opposition.
Nevertheless, the PreSident is believed to have sufficient prestvige, mili-
tary backing, acquiesence froﬁ oppbsition groups, and security in the
national economy to govern with reasonabievsuccess for the next few months.

93. Over the longer run the ability of the Ydigdras administration
to survive will probably be determined by the effectiveness of thé Pﬁesi-
dent's leadefship and the general level of economic activity including
foreign aid. It will be necessary for him to strengthen his rightist
political organization with sufficient moderate elements to provide his
government adequate support. .He must also reconcile to some extent
divergent interests of the right and—left. Success in these areés would
.tend to éssufe the loyalty of the armed forces and would win the backing of
at least some moderate deputies in the Congress. Under such circumstances,
Ydigéras probably would have a little better than even chance of remaining
in éffice for the first half of his term.

9L,. Should Ydigoras in the 1ong run decide to adhere to a rightist
course, he would lose much of his rather limited popular support and would
have to resort to dictatorial methods to stay in power. Furthermore,

moderates in the Congress would probably join leftist forces in opposition
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to Ydigoras. In such a case the left could be eﬁpected tovassume an
intiénsigent_position and follow a more aggressive line. There would also"
be the probability that dissatisfaction might reach the point where
moderate and leftist groups would attempt to ovefthrow Ydigoras.. In the
face of such an-extensive loss of popular backing the armed forces would
probably withdraw their support. If the Ydigoras government should fall;
a protracted period of political instabiiity could be expected. Such a
development would almost inevitably lead to the formation of a military i
junta, and would enhance the ultimate likelihood of a leftist government
céming to power. Should Ydigorés orient his administrétion to the righﬁ,
it is considered that he would have a somewhat less than even chance of
cémpleting the first half of his term.

95. Despite'thevadverse effect of factionalisﬁ generated during the
electoral period, the armed forces, which are esSential to political
stability, are apparently willing to Suppbrt Ydigoras for at least the
immediate future. Continuance of their subport will depend upon Ydfgoras'
success in demonétrating that he has a substantial popular backing, and

- that he is willing to improve the economic position of the military. It
will also be necesséry for him to demonstrate that he sincerely intends to
curb extreme leﬁtism including Communist operations. Even should Ydigoras
be successful in these areas, there will be in all probability plotting
against his administrationvby ambitious'officers.

96; Since the leftist political resurgence is a relatively recent
development, there is.é potential for rapid change in both its cohesiveness

and leadership. Tensions and contradictions within the heterogeneous PR
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are likely to increase. The Communists will probably inﬁensify their
efforts to infiltrate the PR, which they may attempt to disrupt should they
fail to gain-substantial influence over its policiés. Moreover, the leaders
' of the Arbenz regime, some of whom have recently returned to Cuatemala from
exile, may seek to gain an influential'position in the PR.
97. While the leftist résurgence presents a danger of increased
Communist activity,vit may also afford an opportunity for the 1ong-rﬁn
containment_of communism through the development of a strong noncommunist
left. There is reason to Believe that many leftists are more politiéally
sophisticated and aware of the Communist danger than before 195L4. Their
performance in the recent chmpalgn shows that they have learned to work
- effectively at the grass roots level. If so, the moderate leaders of the

PR stand a good’ chanﬂe of winning and keeping the loyalty of the Guatemalan
masses. On the other hand, should they fall and leacders who have worked |
closely with the Communists win the,snpport of a significant portion of the
workérs and rural classes, the pfbspect for Communist infilttretion of the =~
leftist movement would be enhanced.

98, It is believed that the Cormunist threat, at least in the short
term, w111 remain of relatlvely 11tt1e importance. At present the

. Guatemalan Communists do not constitute a danger to the securlty of the
government. They have appreciable 1nfluence among the students and:
organized labor, but neither alone nor in conjunctibn with their present
or probable allies could the Communists hope to'seize power in Guatemala
in the foreseeable future. The Commuﬁists, whose past success was achieved

from the top down, must regain a position of stfength in the labor movement
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and establish an alliance with noncommunist leaders before.they would be

able to make a significant political comeback. This is likely to prove a
_slow and difficult task. Should the Ydigoras'administration be succeeded

by a PR government, Communist prospects could become significantvonly if

Us influence ceases to be a factor in Guatemalan politics. Even in the
unlikely event that Arevalista or Arbencista forces return to power, their
leaders would prdbably not allow the Communists to become as influential

as before 195L. |

99, After 1958, with a tapering off in foreigﬁ aid and loans and the.
1ikelihood of a continued depression in coffee prices, development of new
gsources of production will be essential to maintainiecoﬁomic activity near
the present‘rate. While the present eXploration for petroleum may yield
results, it fémains a gamble. Improveménts in agricultural technology will
" no doubt continue and, linked with better -transportation, will'meén increasing

productivity iﬁ the agricultural sector. At the same time, with the improve-
ment in,agricultural methods, the problem of developing the urbah econony
will become more pressing as large numbers of agricultural workers move to
urban centers. With an anticipéted population incfease of one-third, or

over oﬁe million persons, in the next décade, thererwill be a rapid ihcrease
in urban popuiation. Basic services, inéludiﬁg electric power, housing,

) sanitation, and schools, and opportunities for employment will haﬁe to
increase very sharply in order to meet fhe néeds of a much éxpandéd urban
population. - |

100. ‘Ydigofas may be expected to seek'adﬁice and assistance frcm the

United States on many Guatemalan damestic problems and undoubtedly will
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cooperate with the United States on intefnational questions. At the same
time, in view of the traditional nationalist sentiment and the revival of
the left in Guatemala, he is likely to be careful not to give the
impression oflexcessive reliznce upon the United States. As was the case
with Cestillo, Ydigoras' friendly relations with the United States should
be a hlghly stable element in Guatemalan foreign affairs. |

101. Under the Ydigoras administration Guatemala's relations w1th its
Central Amerlcan neighbors should continue to reflect the 1mprovement
achieved by Castillo. Despite 1deolog1cal dlfferences and possible
personality conflicts, Ydfgoras is unlikely to meddle in the pol1t1cs of
other:countries unless a clearly unfriendly government comes to power in

| a bordering stete. For the.immediete future, at least, he will almost

'certainly'be too occupied with domeStie_problems to coneern himself with
the internal affairs of other countries.

102. It seems possible that Ydigoras is obligated to Generalissimo

- Dr, Rafael Leonidas Trujillo; chief of the Dominican Republic, in spite of

his pretestatioﬁs to the contrary, and may have to tolerate fbf the time
being renewed attempts by?Trujille to find in him a friend and supporter.
It is belleved that Ydigorae will maintain ostensibly friendly relations
with the Dominlcan Republic but not permit Trﬁjillo‘s efforts to influence
his administration. |

103, With regard te.the British Honduran issue; it is believed'that
the situation will not deteriorate to the point where extreme measures
will be taken by the Guatemalan Goverﬁment. An accelerated course of action

short of military aggression would probably follow the discovery of oil in
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northerh Guatemala, from which the most direct outlet to the Caribbean is

thrgugh British Honduras. Guatemala could also be expected to press its

claim more vigorously should British Honduras show indications of joining

&

the federation of British Caribbean possessions known aé The West Indies.
104. In all probability, the Yd{goras regirrie will adhere to the
Castillo policy of furthering Guatemala's prestige -in‘ regional s hemispheric s
and world affairs.
105. There is virtually no chance that diplbmatic' relations will be
established between 'Guafemala and the countries of Athe Soviet bloc or that

currently negligible economic ties will be expanded.
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